Effects of Customer Services Efficiency and Market Effectiveness on Dealer Performance by Rajagopal











Rajagopal, PhD FRSA (London) SNI-II (Mexico) 
Professor and National Researcher, 
Department of Marketing Business Division, 
Monterrey Institute of Technology and Higher Education, ITESM 
Mexico City Campus, 222, Calle del Puente, Tlalpan 
Mexico DF 14380 








Working Paper # 2008-02-MKT 
 
 









Department of Marketing, Business Division 
Monterrey Institute of Technology and Higher Education, ITESM 
Mexico City Campus, Mexico 14380 DF 
 




Market orientation is positively associated with performance of dealers in terms of     
customer service quality, growth in sales and increase in market share. This paper aims at 
analyzing the impact of market orientation strategies and performance of customer 
services on customer acquisition, retention and sales of automobiles, which reveals 
overall performance of the automobile dealers in Mexico. Discussion in the paper also 
comprehends understanding on customer-dealer relationship in the automobile market 
segment referring to the key factors which establish services quality encompassing 
tangibility, responsiveness, trust, accuracy and empathy. The results of the study reveal 
that the customers perceive better quality of the relationship in a given frame of functions 
that are performed effectively by the dealer lowering the extent of conflicts thereof. High 
conformance quality services of dealers and value added customer relationship to offer 
high customer satisfaction develop life time customer value and strengthen the customer-
dealer relationship.   3
Introduction 
 
Measuring and improving service performance becomes an essential strategy for success 
and survival in today's competitive situation, as service industries are sprouting at an 
incredible rate. Customer satisfaction is perceived to be a key driver of long-term 
relationships between suppliers and customers, especially when customers are well 
acquainted with products and markets, and when industries are highly competitive. 
Services efficiency is one of the principal factors which influence customer satisfaction in 
a business-to-business context and help building customer-dealer relationship. The key 
services indicators, which include effective communication, cross-functional teams, and 
supplier integration, are followed to develop long-term relationships. Customer 
satisfaction has long been considered a milestone in the path towards company 
profitability. It is widely acknowledged that customer satisfaction leads to higher market 
share and stable revenues while relationship between customer satisfaction levels and 
quality of customer services influence acquiring new customers. In fact, there seems to be 
little guidance for linking company costs to the key elements involved in providing 
customer satisfaction in services, thereby diminishing the ability of a company to manage 
its activities accordingly (Cugini et al, 2007).  
 
There is a growing competition in the automobile industry and customer orientation has 
become one of the major factors associated with the success of automobile 
manufacturers. Many Asian automobiles manufacturers have developed customer 
orientation by equipping dealers to deliver quality services to augments customer 
acquisition, satisfaction and retention. Recent research suggests that culture of an 
organization builds the values, beliefs and assumptions that reflect how services need to 
be delivered in a competitive market which may be perceived by the customers outside 
the organization as well (Macintosh and Doherty, 2007). Customer retention seems to be 
the result of a kind of repetitive decision by the customers, but their decision to cross-buy 
involves a more complicated process. Customer satisfaction includes locational 
convenience, one-stop shopping convenience, firm reputation, firm expertise, and direct 
mailings on both customer retention and cross-buying. Trust and satisfaction play   4
different mediating roles in the relationships between service attributes, customer 
retention, and cross-buying (Liu and Wu, 2007). Relationship value is an antecedent to 
relationship quality and behavioral outcomes and displays a stronger impact on 
satisfaction than on commitment and trust. Value also directly impacts a customer's 
intention to expand business with a supplier. In turn, its impact on the propensity to leave 
a relationship is mediated by relationship quality (Ulaga and Eggert, 2006). 
 
Value of relationship with the customer reveals significant quality and behavioral 
outcomes in the sales activities. Value displays a stronger impact on satisfaction than on 
commitment and trust, and also directly impacts a customer's intention to expand 
business with the firm. Perceived strength of the relationship with the customers may be 
measured by salespeople in reference to technical ability, experience, pricing 
requirements, speed of response, frequency of customer contact, degree of cooperation, 
trust, length of relationship, friendship and management distance barriers. The success of 
a supplier firm is interlinked with customer value and if they serve customers by offering 
competitive gains, they will win. Customer-supplier partnerships are justified only if they 
stand to yield substantially better results than the firms could achieve on their own. Such 
co-dependency model elucidates the performance drivers associated with the success of 
supplier firms. The leading supplier firms are applying globalization new technology, 
new innovations, and process thinking to augment customer value, lower costs, and 
enhance customer services. 
 
The purpose of this paper is to analyze customer-dealer relationship in the automobile 
market segment in reference to the key factors, which establish services quality 
encompassing tangibility, responsiveness, trust, accuracy and empathy. This paper links 
two important areas of relationship marketing, which include cognitive co-dependence 
between customers and dealers, and degree of services performance in business-to-
consumers relationships. The discussions in the paper analyze the impact of market 
orientation strategies and performance of customer services on customer acquisition, 
retention and sales of automobiles which reveals overall performance of the dealers. In 
this process, the impact of services performance on different dimensions of relationship   5
quality in reference to satisfaction, trust, commitment and conflict under various 
dependence structures have also been diagnosed and analyzed.  The study also attempts 
to contribute to and link the areas of services quality management and customer-supplier 
relationships.   
 
Review of Literature 
 
Market orientation is positively associated with performance of dealers in terms of     
customer service quality, growth in sales and increase in market share. Market orientation 
also has a positive influence on measures of cost efficiency, such as productivity and 
sales per employee. In addition, profitability measures are highly associated with 
operating effectiveness and cost efficiency. The adoption of a market orientation can help 
supply channels design and offer a service mix that is perceived by core customers as of 
superior quality, while making a profit and building competitive advantage. Owing to the 
nature of the dyadic exchange process, the effect of a market orientation for the supply 
channels may be more evident because customization may be observed directly by the 




The role of marketing strategies in fostering controlled consumer empowerment is 
reflected in the development of information-based consumer-centric marketing strategies 
that seek to enable and control delegation. In designing such strategies, consumers' 
familiarity with the use of information and communication technologies are both 
strengthened and widened, emphasizing the uncontrolled nature of the consumer 
empowerment process. There is a need to regain control over the marketing process, that 
is, to either manage the technological empowerment of consumers, or to devise new 
strategies cognizant of the possibility that such technological empowerment cannot be 
managed. The valuation of consumer loyalty in this environment rises significantly (Pires 
et al, 2006). Organizations seeking to adopt a more customer-focused strategy will learn 
from the approach DuPont. It took in grappling with this challenge, based on an extensive   6
program of qualitative and quantitative research with customers around the globe. The 
customer touch-point analysis of the organization facilitated alignment of functional 
groups within the organization (product, sales, customer service, etc.) and equipped them 
to deliver on newly developed, segment-specific value propositions. This major initiative 
has enabled DuPont to reprioritize internal efforts and business practices and been a 
catalyst for broader organizational changes notably the dissolution of many functional 
silos that previously had hindered its ability to deliver against its brand promise (Sena 
and Petromilli, 2005).  
 
The companies engaged in sales and services of high value-high technology goods like 
hybrid automobiles need to explore new modes of cooperation among customers, retailers 
and manufacturers resulting from co-design which leads to a customer-centric business 
strategy. Co-design activities are performed at dedicated interfaces and allow for the joint 
development of products and solutions between individual customers and manufacturers 
(Berger  et al, 2005). Customer centric research aims at developing pro-customer 
strategies to focus on better ways of communicating value propositions and delivering the 
complete experience to real customers. Learning about customers and experimentation 
with different segmentations, value propositions, and effective delivery of services 
associate customer in business and help frontline employees acquire and retain customers 
with increasing satisfaction in sales and services of the firm (Seldon and Macmillan, 
2006). 
 
The effect of services performance on relationship quality, in situations characterized by 
high relative dependence of the buyers on the dealers, is governed by the efficiency in 
delivery of services which develop high customer satisfaction. Buyer-dealer relationship 
may have significant effects on the focal firm's in reference to the  flexibility, 
responsiveness and customer relationship management which would help building 
capability of supplier firms  towards increasing  competitive advantage and gaining high 
customer value (Squire et al, 2005). Satisfaction plays an important role in relationships, 
is instrumental in increasing cooperation between channel partners, and leads to fewer 
terminations of relationships (Ganesan, 1994). Customer-supplier relationship gets closer   7
and stronger through the information management at both the ends. Dealer information 
sharing helps to develop higher quality supplier relationships. Interestingly, even if the 
initial level of trust in the retailer is low, the relationship quality substantially improves. 
In a more competitive situation, the suppliers respond more favorably to the retailer’s 
information-sharing initiative (Smith et al, 2002). In addition, the evidence indicates that 
profitability and market share growth also suffer (Swink and Zsidisin, 2006). Measuring 
customer satisfaction leads to identifying ways to improve product and services quality of 
the firm, which in turn leads to increasing the company's competitive advantage. One of 
the best practices adopted by multinational companies is applying various listening tools 
to obtain information about customers' needs, preferences, and perceptions of their 
performance while another is to identify salient activities for managing customer 
perception and satisfaction (Maguire et al, 2006). 
 
Customer Services Efficiency 
 
Many firms are developing sustainable competitive strategies based on customer-services 
relationship. Vertical integration, physical facilities, even a seemingly superior product 
no longer assures a competitive edge. Sustainable advantage is more likely to come from 
developing superior capabilities in a few core service skills. Services quality is increasing 
the leverage of sales activities in automobile industry and these changes drive managers 
towards structuring their organizations and define strategic focus. Most competitors know 
that a key factor in the success of Japanese network relationships is the practice of 
dedicating supplier services to the customer (Dyer, 1994). Successful service managers 
pay attention to the factors that drive profitability in this new service paradigm 
constituting investment in people, technology that supports frontline workers, revamped 
recruiting and training practices, and compensation linked to performance. The service-
profit chain which is developed from analyses of successful service organizations 
establishes relationships between profitability, customer loyalty, employee satisfaction, 
customer loyalty and productivity (Heskett et al, 1994).  
   8
An agent-based model of the online electronics market, consisting of large number of 
customers and sellers reveal that customers repeatedly interact with sellers, searching for 
high quality and low price, but only some buyers know seller quality prior to purchase. 
Customers may learn seller quality directly or from information obtained from other 
customers or else estimate quality through market share heuristics (Lundquist and 
Bhattacharyya, 2008). In the growing competitive market customer value is perceived in 
reference to benefits received and price paid. Firms can identify any misalignment and 
use services that add to the benefits of customers to balance the benefit-price equation 
after measuring customers’ perceptions of value (Bala and Green, 2007). However, in 
order to meet the increasingly more complex needs of customers and respond to 
decreasing product margins, product-oriented firms have developed a growing interest in 
extending their service business. Over the last couple of years, most product-oriented 
companies have explored the numerous opportunities offered by traditional customer 
service and product-related services. It is observed that cost of customer services, risk 
aversion, tendency to set over-ambitious objectives, and competitive advantage factor 
play critical role in creating customer support services (Heiko et al, 2008).  
 
It has been observed in a study that sales performance is a function of outlet attraction, 
effective distribution management, services quality, price and promotional strategies as 
functional factors. Besides, relational variables including personalized customer services, 
leisure support and customer convenience also influence the performance of dealers 
(Rajagopal, 2007). A study reveals that market performance relates highly to relationship 
orientation and service quality as two alternative but complementary strategies, whereas 
the effect on economic performance is basically indirect through the market performance. 
Firms need to focus on quality service, as a principal driver of customer relationship and 
as a tool for measuring market performance (Camarero, 2007).The key elements of 
buyer-dealer relationships including long-term relationships, communication, cross-
functional teams, and supplier integration are followed at different levels of transactional 
process. Beside, customer satisfaction, reliability, and product-related performance are 
the major drivers that play significant role in the success of such dyadic relationship. 
Asian companies like Toyota and Honda have built great supplier relationships by   9
consistently following six steps- understanding functional pattern of suppliers, reducing 
supplier rivalry and providing better opportunity, monitoring closely customer relations, 
enhancing supplier capabilities, sharing information intensively but  in a selective way, 
and help customers continuously improve their association (Rajagopal, 2008a).  
 
Quality practices initially have a direct effect on both internal quality performances such 
as design quality and conformance quality, which has indirect impact on external quality 
comprising quality-in-use, and customer satisfaction over long run (Peck, 2006). The 
process approach to supply chain integration presents a mechanism that can be applied to 
any industry. It represents a systematic methodological business renovation approach 
involving cost cuts, quality improvements and lead-time improvements. The novel 
combination of business process and demand/supply simulation enables an estimation of 
changes in lead-times, process execution costs, quality of the process and inventory costs 
(Trkman et al, 2007). All these empirical studies reviewed in the pretext, support the 




In the growing  competitive markets the large and reputed  firms are developing strategies 
to move into the provision of innovative combinations of products and services as 'high-
value integrated solutions' tailored to each customer's needs  than simply 'moving 
downstream' into services. Such firms are developing innovative combinations of service 
capabilities such as operations, business consultancy and finance required to provide 
complete solutions to each customer's needs in order to augment the customer value 
(Rajagopal, 2007a). Manufacturer’s market orientation increases economic satisfaction of 
customer with the dealer as it reveals competitive advantage in making the buying 
decision. A strong market oriented strategy of the firm alleviates the possibility of using 
coercive influence strategies by the competitors and offers advantage to the customers 
over competitive market forces (Chung et al, 2007). Market orientation is an 
organization-wide concept that helps explain sustained competitive advantage. Since 
many manufacturing firms have linked their marketing strategies with services delivery   10
attributes, the concept of market orientation is expanding as a system in global corporate 
settings. The process of market orientation contributes to continuous learning and 
knowledge accumulation by an organization which continuously collects information 
about customers and competitors and uses it to create superior customer value and 
competitive advantage (Slater and Narver, 1995).   
 
Consumption has often been dichotomized in terms of its functional-hedonic nature and 
is closely associated with the level of satisfaction leading to determine the customer value 
influence (Wakefield and Inman, 2003). As the new products are introduced, a firm may 
routinely pass these costs on to consumers resulting into high prices. However a less 
obvious strategy in a competitive situation may be to maintain price, in order to drive the 
new product in the market with more emphasis on quality, brand name, post-sales 
services and customer relations management as non-price factors. Studies that advocate 
the models of building customer value through traditional relationship marketing discuss 
the long term value concepts to loyal customers. Most importantly, customers are 
expected to raise their spending and association with the products and services of the 
company with increasing levels of satisfactions that attribute to their values (Reichheld 
and Sasser, 1990). Market orientation requires a different competitive mind-set and a 
systematic way of looking for opportunities, instead of looking within the conventional 
boundaries that define how an industry competes; managers can look methodically across 
them. In the process of market orientation firms can find scope for real value 
enhancement than looking at competitors within their own industry (Kim and 
Mauborgne, 1999). 
 
The adoption of a market orientation can help a service provider, design and offer a 
service-mix that is perceived by core customers as superior quality, while market 
orientation strategy could be catalytic for dealers in driving profit and building 
competitive advantage in the market (Chang et al, 1999). It has been argued that the 
provision of integrated solutions is attracting firms, traditionally based in manufacturing 
and services, to occupy a new base in the value stream cantered on 'systems integration'   11
using internal or external sources of product designing, supply and customer focused 
promotion (Davies,2004). 
 
Framework of Hypotheses 
 
Some studies on relationship marketing describe that customer-supplier transactions are 
of short duration referring to previous agreements (Dwyer et al, 1987; Noordewier et al, 
1990). On the contrary, a high likelihood of future interactions exists with relational 
orientation (Ganesan 1994). It has been observed that long-term and high-quality 
relationships, characterized by frequent interactions between different members of a 
supply channel offer advantages for both sellers and customers. The quality of 
performance of supply services is positively related to relationship quality. The extent of 
satisfaction of the organizational customers depends on the good financial conditions, a 
convenient assortment, good location features, clear information, and customer friendly 
personnel. Hence,  
 
H1 (a):   The level of performance of the services delivered by dealers is 
directly proportional to the level of satisfaction of the customers. 
H1 (b):    Consequence of such relationship between the dealers and 
customers helps in building the customer loyalty.  
 
The interdependence structure of a dyadic relationship refers to the extent of relative 
dependence that exists to stimulate the transactions mutually between the two parties 
(Emerson 1962; Kumar et al, 1995).  The measure of dependence may be categorized as 
total interdependence and asymmetry or relative dependence. Total interdependence is 
the sum of both parties’ dependencies on each other while interdependence asymmetry 
refers to the difference between each party’s dependence on the other. This difference has 
also been referred to as the more dependent party’s relative dependence (Anderson and 
Narus 1990) or the less dependent party’s relative power (Frazier and Rody 1991). 
Relational contracts and informal agreements between the manufacturers-suppliers and 
customers is sustained by the value of length of relationships. It has been found that the   12
integration affects the parties' temptations to renege on a given relational contract, and 
hence affects the best relational contract the parties can sustain.  
 
A market-driven firm continuously observes the competitive environment in the 
market to learn the appropriateness of its offerings to its target customers. Customers' 
needs and perceptions tend to change frequently and it is imperative to routinely 
evaluate competitive status of the firm by offering quality services to enhance the 
customer satisfaction and market efficiency of the firm (Porter, 1996). As a result, 
improved customer services, quality of products, sales and post-sales services influence 
the effectiveness of market orientation and reflect the corporate culture among consumer 
segments. The orientation of the market strategy is positively related with market 
effectiveness and creation of a customer culture in the integrating sales and services in an 
organization (Heiko, 2007).  Therefore, the hypotheses are framed as: 
 
H2 (a):      There is a positive relationship between efficiency in customer 
services and market effectiveness which helps in reducing the 
conflicts 
H2 (b):    The market effectiveness of dealers is reflected in the higher 
acquisition of customers, retaining existing customers and 
augmenting the sales volume.  
 
Dealers can protect customers from dysfunctional behavior and distrust by improving the 
relationship quality. Under situations with high total interdependence, both parties are 
motivated to develop, maintain, and improve the relationship. Hence, the performance of 
marketing functions by the dealer will have a stronger impact on relationship quality in a 
high interdependence situation. Firms with a customer-oriented business culture have 
shown to facilitate innovativeness in customer services to improve overall business 
system and develop a positive perception among the customers which is expected to yield 
long term loyalty. Customer focused firms which also have market orientation, rely on 
developing strategies towards increasing customer satisfaction and loyalty through 
improved service quality. Because identified service quality dimensions improve the   13
delivery of customer perceived quality and overall sales (Choudhury, 2007). In order to 
gain a customer's loyalty it is necessary to achieve his/her satisfaction. A dealer must pay 
attention to customers' trust and commitment throughout all transactions. Dealers must 
take care of the quality of their products and the attention given by the contact personnel, 
paying special attention to certain emotional aspects relating to customers' enjoyment of 
the product and their stay in the sales outlet during the process of deciding to purchase 
(Moliner et al, 2007). Hence, hypothesis is framed as: 
 
H3 (a):  The impact of the performance of dealers is stronger when quality of 
services is closely associated with market orientation strategy of dealers.  
H3 (b): Quality services practices of dealers have a positive effect on customer 
satisfaction and customer life time value. 
 
There have been very few empirical studies of the effects of contingency variables on the 
relationship between quality practices and quality performance. High levels of front-line 
employee performance and interdepartmental customer orientation have a positive effect 
on distribution center service and supply chain performance (Voss et al, 2005). The 
benefits of customer relationships have been recently addressed and include increasing 
efficiency and effectiveness in maintaining current customers rather than prospecting new 
customers, and improved competitive advantage. The consumer benefits through 
consumer learning, in such situations can be stored, processed and retrieved to use in 
subsequent situations. This leads to an ability to manage future decisions based on 
simplifying problem-solving situations and reducing risk (Sharma and Sheth, 1997). The 
customer-seller relationship should also be revealed in reference to the non-selling 
activities including convenience, comprehension to customer, cost to customer and care 
as major relationship management variables.  It has been observed during the study that 
there exists a strong link between customer behavior and customer profitability, while 
modest links exist between repurchase intentions and referral behavior (Rajagopal, 2005). 
 
Dealers of automobile firms attempt to minimize the inherent risk associated with 
operating in a given business environment and increasing the customer value at the same   14
time. Collaboration with dealers might have a positive effect on customer performance 
both in terms of innovative capability and financial results driven by trust and 
dependence which play an important role in building mutual relationships. However, 
there exists significant gap between customer and dealer expectations concerning how 
relationships should be evolved and the issues of power and trust need to be explored in 
greater depth if relationships are to be optimized for achieving higher functional 






The samples selected for this study were automobile dealers in Mexico City and suburbs. 
This sector was selected due to heterogeneity in terms of brands, product categories, pre-
and post-sales customer services and customer-dealer relationship complexity (Dicken, 
1998).  Data was collected administering pre-coded structured questionnaires to 175 
automobile dealers in Mexico City. Respondents were selected following a judgment 
sampling approach, using local business directories, contacts, and snowballing technique. 
All dealer agencies selected for the study had 7.2 years of age on an average. The 
selected dealers had business experience of 4 to 12 years and were dealing with 16 to 78 
customer organizations in and around Mexico City.  Information collected though the 
questionnaires were reviewed for each respondent to ascertain quality and fit for analysis.  
 
Data Collection Tool 
 
A focus group session was organized with potential respondents to identify most 
appropriate variables for the data collection.  Accordingly, 44 variables which were 
closely related towards influencing the customer satisfaction as dealer performance were 
selected and incorporated in the questionnaires. The questionnaires were pilot tested to 25 
(14.28 percent) respondents randomly selected of total sample size and finalized after 
refining them based on the responses during the pilot study.  The variables selected for   15
the study have been broadly classified into market orientation (MKTOREN) and 
customer services (SERVQUAL) variables as exhibited in Table 1. A questionnaire was 
developed to investigate the extent to which automobile dealerships have embraced 
market orientation and offered satisfactory customer service in augmenting sales, 
including pre- and post sales services, of automobiles. The pre-test of the preliminary 
questionnaire on automobile dealerships indicated that sales managers were competent to 
provide the required data because they were primarily responsible for prospecting 
customers. Based on responses from the pre-test, the final questionnaire necessitated no 
significant changes. The questionnaires were translated in Spanish. All care was taken 
about the terminology and language being employed in each version of the questionnaire. 
The variables selected for the analysis are exhibited in Table 1. 
 
//Table 1 about here// 
 
These variables include various perspectives of customer satisfaction and dealer practices 
applied in providing products and services to customers for gaining optimal market share 
and aggregate returns on consumptions. The descriptive statistics of the data sets for the 
variable segments used in the analysis of the study is exhibited in Table 2. 
 
//Table 2 about here// 
 
Data was collected by means of personal interviews by undergraduate students of 
international commerce and marketing who hand-delivered the questionnaires to the key 
respondents in the automotive dealerships who had agreed to be the subject of the 
research investigation. In most cases, the respondents completed and returned the 




In all questionnaires were administered to 175 respondents. However, during the process 
of data analysis, questionnaires of 22 respondents were omitted due to paucity of   16
information. In all 153 automobile dealers were covered under the study and the usable 
response rate was 87.42 percent.  The non-response bias has been measured applying  
two statistical techniques. Firstly, telephonic conversations were made with 20 randomly 
selected non-respondents responding to some general questions about sales and services 
policies of the dealers (Gounaris et al, 2007). T-tests were used to ascertain emerging 
differences between respondents and non-respondents concerning the issues pertaining to 
market orientation and customer services strategies. No statistically significant 
differences in
 pre coded responses (a = 0.05) were found. A second test for non-response 
bias examined the differences between early and late respondents on the same set of 
factors (Armstrong and Overton, 1977) and this assessment also yielded no significant 
differences between early and late respondents. 
  
Construct of Measures 
 
Market orientation was measured with 12-variable self-appraisal perceptual scale derived 
originally on the basis of focus group analysis as referred in the pretext. However, 
motivation about this construct (MKTOREN) has been derived from an original scale 
developed by Narver and Slater (1990), who conceptualized market orientation as a 
unidimensional construct comprising customer orientation, competitor orientation and 
inter-functional coordination as principal behavioral components. This scale also 
comprised a two decision criteria including long-term horizon and profit emphasis (e.g. 
Ruekert 1992; Hunt and Morgan 1995). Efficiency in the customer services has been 
measured using 11-variable ‘self-appraisal perceptual scale’ which included major 
SERVQUAL determinants-tangibility, responsiveness, trust, precision and empathy 
(Parasuraman et al, 1988). It has been observed in previous studies that service quality 
was measured by the SERVQUAL scale considering the above referred five-variables 
based construct. In this study, a five-point Likert scale has been employed to measure the 
efficiency of customer services delivered by the automobile dealers in the study region. 
 
Respondents were asked, on a five-point Likert scale (anchored by strongly 
agree=1/strongly disagree=5), the extent to which quality management practices were   17
implemented. The chi-square and comparative-fit index for the factor loadings have been 
analyzed for the model.  Measures have been validated and the dealers’ performance 
construct was developed for the scores that emerged out the data analysis. Regression 
analysis was performed in order to ensure that the results on these constructs become 
non-correlated with the mutual interaction terms (Jaccard et.al., 1990). 
 
Results and Discussion 
 
Dealer performance has been measured in terms of the longevity of customer 
relationship, market orientation, customer services efficiency, competitive advantage that 
drives the market share of dealers and co-dependence of market orientation and customer 
services strategies of dealers which reflect on the longevity of customer-dealer 
relationship. The average value of factor loading was 0.78 and the chi-square for market 
orientation strategy has been 316.76 (p<0.01). The dependence structure referring to 
market orientation strategy and customer services in the customer-dealer relationship was 
measured in reference to relative dependence and the total interdependence. The chi-
square for the dependency structure construct was 181.47 (p<0.05). The average factor 
loading for the variable representing customer services and co-dependence of dealer 
strategies was 0.82 and 0.86 respectively. Table 3 exhibits the validation measures of the 
constructs of the study. 
//Table 3 about here// 
 
In the above Table the findings of regression analysis shows that market orientation 
(0.603) and customer services (0.629) have greater significance on overall sales in dealer 
firms. Also co-dependency of the construct integrating market orientation and customer 
services variables (0.792) reveals that these factors affect market share of the dealers 
significantly. In addition, results show positive relationship among market orientation 
strategies, customer services quality, market share and overall sales growth of 
automobiles of dealer firms covered under study.   The quality of relationship between 
the dealers and customers is a function of satisfaction, commitment, trust and the level of 
conflict encountered in the relationship. The satisfaction measured in this construct   18
referred to the overall satisfaction derived from the dealer (Sirohi et al, 1998). 
SERVQUAL variables including tangibility, responsiveness, precision and trust were 
measured to know influence of these variables on prospecting and retention of customers, 
while empathy was determined as the amount of cognitive support in the relationship 
between the customer and dealer. Chi-square for this construct was 294.57 (p<0.01). 
Gamma coefficient () Γ  for all the constructs was above the acceptance level of 0.759 in 
general. This non-parametric test has been computed as the data contained many tied 
observations. These results are consistent with Hypotheses H1 (a) and H1 (b). 
 
The results concerning customer-dealer relationship and their interdependence are 
exhibited in Table 4.  The results reveal that customers perceive better quality of the 
relationship in a given frame of functions that are performed effectively by the dealer 
lowering the extent of conflicts thereof. The increasing tangibility, responsiveness, 
precision and trust decrease functional conflicts and increasing satisfaction between the 
customer and dealers. Such situation also contributed to augment the dealer performance. 
This finding is consistent with the hypothesis H2 (a). 
 
// Table 4 about here // 
 
Market orientation also has strong effect on acquiring customers (0.632, p<0.01) and 
retaining existing customers (0.814, p<0.01). Market orientation strategies of dealers 
including competitive pricing, promotion, value added benefits and quality service also 
help in augmenting sales (0.797, p<0.01) and significantly reduce the conflicts between 
customers and dealers. Accordingly, this finding further confirms the hypothesis H2 (a).  
The results explain that quality customer services offered by the dealers contribute 
significantly in acquiring new customers (0.851 p<0.01) and developing continuing 
relationship with existing customers by retaining (0.953, p<0.01) them with the firm.  
However, overall satisfactory performance of the dealers also helps in acquiring new 
customers and retaining the existing customers. Hence, the results exhibited in Table 4 
are found consistent with hypothesis H2 (b). 
   19
The study revealed that co-dependence of the customer-dealer is frequent though a few 
dyads become dysfunctional occasionally. Behavioral issues obstruct the process of 
achieving the goal when both the parties are closely interdependent that causes 
dissatisfaction among them leading to increasing level of conflicts. However, such 
conflicts may not have long-run negativity in continuing the relationship and can also 
become functional. Accordingly, hypothesis H3 (a) is also confirmed endorsing that the 
market orientation strategy and quality of customer services significantly contribute in 
enhancing the performance of dealers.  However, the conditions of high interdependence 
often lead to a protected relationship. The study reveals that quality performance of 
dealers emphasizes the importance of customer-seller relationship (Wathne and Heide 
2000).  
 
//Table 5 about here// 
 
High conformance quality services of dealers and value added customer relationship to 
offer high customer satisfaction develop life time customer value and strengthen the 
customer-dealer relationship. The correlation values exhibited in Table 5 show that all 
SERVQUAL variables including tangibility, responsiveness and trust are closely 
associated with the MKTOREN variables. Accordingly, the study supports the argument 
that quality of customer service is positively related with improving overall dealer 
performance and hold longevity of customer relations by enhancing the customer life 
time value. This confirms the hypotheses H3 (a) and H3 (b). This may seem  intuitive in  
context of previous research such as the profit impact on market strategy studies that 
provide support for the relationship between customer services quality, market 
orientation and performance of business of the dealer firms (Buzzel and Weirsema, 
1981). This supports the argument that the relationship strength construct incorporates the 
various relationship dimensions that have appeared in the literature. Sub-group analysis 
was used to test the moderating effect of customer-dealer relationship strength. A 
moderator effect implies that the moderator variable (relationship strength) modifies the 
form of the relationship (i.e. the slope of the regression line as represented by the   20
regression coefficient) between the independent variable (customer satisfaction) and the 
major dependent variable (quality performance of the dealers).  
 
The results of the study strongly support all hypotheses framed during the study. The 
results indicate that market orientation strategies of dealers have positive influence on 
market effectiveness. Market orientation also shows a strong association with the quality 
of customer services which enhances the customer-dealer relationship and customer life 
time value on one hand and decreases the customer-dealer conflicts on the other. This 
suggests that a market-oriented dealer is able to offer quality customer services to 
optimize performance and increase market share. 
 
Managerial Implications  
 
This study reveals positive effect of market orientation and customer services on the 
performance of dealers.  These performance measuring factors result in better quality that 
may receive more favorable consumer responses. At the same time, it may also yield 
higher competitive advantage for the dealers and generate better results in sales. A 
favorable combination of market orientation and superior customer services will lead to 
produce exceptional business performance, such as higher sales and profitability. Dealers 
may need to delineate the significance of undertaking actions that facilitate dependence-
balancing. It is necessary for the dealers to develop customer relationship on competitive 
performance and services quality attributes. A dedicated market-oriented dealer firm 
drives hard to maintain its sustainable competitive advantages by continually engaging in 
market-oriented efforts and making timely tactical adjustments that lead to improved 
performance by earning more customer value. Besides, a relationship between service 
quality and market orientation illustrates the significance of continuous dealer 
performance. The managerial decision may be taken towards expanding the size of 
supply operations in order to maximize the quality of dealer services to attract customers 
and gain competitive advantage in the market. Another managerial implication that 
emerged from the study is the need to comprehensively address the various dimensions of 
services quality performance with a view to build the customer-dealer relationship. It is   21
contended that enhanced understanding of this important aspect of business to business 
relationships leads to the development of more closely aligned strategic plans which may 
improve return on relational investment as exhibited in Figure 1. 
 
//Figure 1 about here// 
 
Market orientation strategy and customer centric marketing approaches together have 
significant impact on the performance of dealers as illustrated in the Figure 1. Managers 
should integrate the market orientation and customer services strategies to enhance the 
customer value as indicated by the C-Zone in the above figure. One of the challenges for 
the dealer firms is to incorporate preferences of the customer into overall performance 
and services in order to maximize the customer value. An augmented and sustainable 
customer value builds loyalty towards the product and the brand.  
 
Market oriented strategies of dealers intending to get favorable responses from customers 
by means of service improvements also help in improving overall performance of dealers. 
Systematically explored concepts in the field of customer value and market driven 
approach towards improving supply designs would be beneficial for a company to derive 
long term profit optimization strategy over the period. On a tactical level, managers need 
to analyze the optimum spread of customers and dealer performance on a matrix for 
determining higher conformance to the customer satisfaction and enhance sales in the 
firm. This needs careful attention and application of managerial judgment and experience 
to measure the value driven performance of strategies of the dealers. Customer needs 
should be appraised continuously by the managers and appropriate changes should 
proposed in a timely manner which would help in improving market effectiveness, 
services efficiency and dealer performance. It is commonly perceived by the marketing 
managers that market-oriented campaign is expensive but actually it can lower operating 
costs and increase market share yielding high sales. 
 
The relationship between quality performance and business performance also needs to be 
considered from a theoretical perspective. The results suggest that dealers can improve   22
service quality and related measures of quality performance by developing trust and 
commitment, adapting to each other’s needs and improving communication and co-
operation. Research into customer-dealer relationships in industrial markets has shown 
that both buying and selling firms need to contribute in building trust, commitment and 
loyalty. Analysis of these variables would help the managers develop appropriate 
strategies to enhance the effectiveness of dealers and augment customer value to optimize 
profit of the firm. 
 
Future Research Prospects 
 
Future research could examine issues related to the customer perceptions of quality and 
dealer performance. The impact of environmental variables on the quality perceived -
quality performance relationship may also be considered given the findings of this study. 
Identifying the variables that have an intervening effect on the quality-performance 
relationship may provide both academics and managers with potentially compelling 
answers to the question of why dealer oriented quality improvement programs sometimes 
do not succeed. Market orientation of a firm has significant influence on the behavior and 
attitudes of its sales force which can be studied in relation to the cognitive and economic 
factors related to a business firm. The present study clearly shows that operating 





Customer-dealer relations are subject to both controllable and non-controllable forces of 
change, which may have varying effect on the logistics performance. However, effective 
co-dependence would help sustainable length of relationships and optimize the 
performance of dealers through higher degree of conformance to customers’ satisfaction 
on the services offered. The empirical results indicate that trust and commitment 
moderate the effect of co-dependence on the performance of services perceived by both 
customer and dealer. The effect of functional performance on relationship quality in   23
situations characterized by high relative dependence of the dealer on the customer is 
largely governed by the effective supply functions. The study reveals that dealer firms 
should focus on relationship value and relationship quality to enhance their services 
performance. Trust appears as an important cognitive dimension for dealer firms in 
establishing long-run business relationships with organizational customers.  Competitive 
success in business-to-business markets often depends upon the ability of the firm to 
deliver optimal value and enhance satisfaction of the customers.  
 
Market orientation generates a strong relationship with the quality of customer services 
emphasizes the customer-dealer relationship and customer life time value. Effective 
customer-dealer associations help in decreasing the business conflicts and retain 
customers with high life time value. High conformance quality services of dealers and 
value added customer relationship to offer high customer satisfaction develop life time 
customer value and strengthen the customer-dealer relationship. The discussions in this 
paper  also provides a holistic view of the customer-dealer co-dependence by proposing 
ways to measure the different variables associated with it viz. supply design, market 
coverage, conformance to customers’ satisfaction and point-of-sales services.  However, 
this study being empirical in nature has some limitations in reference to sampling, data 
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Table 1: Variables Chosen for the Study 
 
Market Orientation Variables 
(MKTOREN) 
Customer Services Variables 
(SERVQUAL) 
Sharing dealer incentives with customers 
Just in time delivery 
Order generation 
Order compliance 












Point of sales support 









Table 2:  Descriptive Statistics and Reliability Scores for the 
Selected Variable Segments for the Study 
       (n= 153) 
Variable Segment  MKTORE
N 
SERVQUAL 
Mean 5.769  4.563 
Standard Deviation  0.810  0.892 
Standard Error  0.094  0.061 
Skewness -0.683  -0.772 
Sample Variance  0.657  0.793 
Data reliability test- 




Table 3:  Non-parametric Test of the Research Constructs 
                                                                                                          n=153 
Construct 
Standardized 




Gamma () Γ  
coefficient 

























p-values: *<0.01, **<0.05 
Figures in parentheses indicate factor loading values of the variables of construct
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Table 4 : Performance Attributes Analysis : Regression Coefficients 
n=153 





















Customer-Dealer dissatisfaction  0.493
**  0.258
+   0.176
+  -0.111
+ 





















Table 5:  Correlation of Relationship and Performance Attributes 
n=153 
p-values: *<0.01, **<0.05. + not significant 
 
 
MKTOREN SERVQUAL  Attributes 
A1  A2  A3  A4  A5  A6  A7  A8  A9 
Customer Orientation (A1)  1.000          
Competitive advantage (A2) 0.559









Organizational efficiency (A3) 0.735
*  0.641





















































































• Loyalty factors 
• Customer retention









Figure 1 Customer-Dealer Relationship and Performance Paradigm
• Performance of sales functions
• Optimizing profit
• Corporate financials




• Competitive position 
• Market performance
• Growth and innovation
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